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malfeasance on the part of an entity-
affiliated party.

[73 FR 53357, Sept. 16, 2008, as amended at 73
FR 54673, Sept. 23, 2008; 74 FR 5102, Jan. 29,
2009]
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§1233.1 Purpose.

The purpose of this part is to imple-
ment the Safety and Soundness Act by
requiring each regulated entity to re-
port to FHFA upon discovery that it
has purchased or sold a fraudulent loan
or financial instrument, or suspects a
possible fraud relating to the purchase
or sale of any loan or financial instru-
ment. In addition, each regulated enti-
ty must establish and maintain inter-
nal controls, policies, procedures, and
operational training to discover such
transactions.

§1233.2 Definitions.

The following definitions apply to
the terms used in this part:

Entity-affiliated party means—

(1) Any director, officer, employee, or
controlling stockholder of, or agent
for, a regulated entity;

(2) Any shareholder, affiliate, con-
sultant, or joint venture partner of a
regulated entity, and any other person,
as determined by the Director (by regu-
lation or on a case-by-case basis) that
participates in the conduct of the af-
fairs of a regulated entity, provided
that a member of a Federal Home Loan
Bank shall not be deemed to have par-
ticipated in the affairs of that Federal
Home Loan Bank solely by virtue of
being a shareholder of, and obtaining
advances from, that Federal Home
Loan Bank;

§1233.3

(3) Any independent contractor for a
regulated entity (including any attor-
ney, appraiser, or accountant);

(4) Any not-for-profit corporation
that receives its principal funding, on
an ongoing basis, from any regulated
entity; and

(5) The Office of Finance.

Financial instrument means any le-
gally enforceable agreement, certifi-
cate, or other writing, in hardcopy or
electronic form, having monetary
value including, but not limited to, any
agreement, certificate, or other writing
evidencing an asset pledged as collat-
eral to a Bank by a member to secure
an advance by the Bank to that mem-
ber.

Fraud means a misstatement, mis-
representation, or omission that can-
not be corrected and that was relied
upon by a regulated entity to purchase
or sell a loan or financial instrument.

Possible fraud means that a regulated
entity has a reasonable belief, based
upon a review of information available
to the regulated entity, that fraud may
be occurring or has occurred.

Purchased or sold or relating to the pur-
chase or sale means any transaction in-
volving a financial instrument includ-
ing, but not limited to, any purchase,
sale, other acquisition, or creation of a
financial instrument by the member of
a Bank to be pledged as collateral to
the Bank to secure an advance by the
Bank to that member, the pledging by
a member to a Bank of such financial
instrument to secure such an advance,
the making of a grant by a Bank under
its affordable housing program or com-
munity investment program, and the
effecting of a wire transfer or other
form of electronic payments trans-
action by the Bank.

[75 FR 4258, Jan. 27, 2010, as amended at 78
FR 2323, Jan. 11, 2013]

§1233.3 Reporting.

(a) Timeframe for reporting. (1) A regu-
lated entity shall submit to the Direc-
tor a timely written report upon dis-
covery by the regulated entity that it
has purchased or sold a fraudulent loan
or financial instrument, or suspects a
possible fraud relating to the purchase
or sale of any loan or financial instru-
ment.
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